Ry

Ataciment & Cﬁf' €d- Separ Meb DECLASSIFIED

PA/HO Department of State

N‘P NgC VP VI;‘@/ {/u’q/“ cd M“ E.0. 12958, as amended
Ngc %Dx 20, foldin Z fune 21,
Ne< wid

'MEMORANDUM )
e

THE WHITE HOUSE
. : WASHINGTON INFORMATION

MEMORANDUM FOR THE PRESIDENT

FROM: Henry A. Kissinger;K
SUBJECT: Your Talk with The:Shah -- Tuesday, October 21

The Schedule

Tuesday, October 21

10:30 a.m. -- Arrival ceremony (statementin the

separate briefing book)

11:00 a. m. -- Talk with the Shah

8:00 p.m. ~-- White Tie Dinner (toast in briefing book)

Thursday, October 23

11:30 a.m. -~ Farewell call (statement will be sent
after Tuesday meetings)

Significance of The Visit

As you know, the Shah is a man with g mission -- pm;t;mg-l-raa-\
on its feet as a modern nation before he dies.
.

To this end, he is subtly pressing the idea of a '"'spegial relation-
ship' with-the US. By this he means a relationship that would

" cause us to give Iran preferred-treatment -- exceplions—+te-eil
import policy, a-plaee-et-tine-top-ef-the.milifary creditedist-and
higher revenues from private US oil companies.

T .

In this, he is not entirely self-seeking. He is genuinely committed
to the West and feels the good job he is doing in Iran -- "an island
of stability,' he calls it -~ is an important service to the Free World.

‘ T —————————
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He knows that no one visit is a make-or-break point in a relation-
ship like this, but in these first substantive talks with your Admin-
istration he will be trying hard to nail down the principle of special
-relationghip. As a determined man who believes in his cause, he&

is a persistent bargainer and he will read any generally sympathetic
answer as assent. Precise and frank talk about how far the US can
and cannot go is important in avoiding later misunderstanding.

Points to Stress (see also Secretary Rogers! memo in briefing book)

1. Continued warmth of your personal relationship, pleasure in
exchanging views on the world situation and interest in the
latest developments in Iran.

2. Desire for close cooperation with Iran within limits imposed
by present US mood. [You might approach this by explaining
in depth the philosophy behind the policy stated on your Asian
trip. The Shah will agree and then argue that this is exactly

why he seeks special treatment -~ so Iran can save the US

from involving itselfin Iran's part of the world. While that

makes sense and we should help as much as we can, the point
is that the US mood which underlies your Asian statements

also creates strong sentimentin some quarters against military

credits and special import guotas. While this Administration
is committed to a close relationship with its friends, trans-
lating that commitment into practical policies and programs

is a political problem that has to be worked out a step at a

time in our political system. The President of the US cannot

make policy as_gui -easily as the imperial TUler of
Iran: y combining appreciation for the Shah's policy and
a description of the practical problems you face as a political

leader, I hope you can be forthcoming without letting him expect
too much. ]

Points to Avoid

1. A speci commitment on ort
proposals. [Tabs D and E of briefing book describe fuller
details and the Shah's revenue problem which underlies
them. In brief, they are (a) that the National Iranian Oil
Company through its American partner, the Planet Oil
Company which Herbert Brownell represents, be given an )
annual quota for the import of oil into the United States, and
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(b) that the United States accept an Iranian proposal to
sell oil for a strategic stockpile -~ the oil to be sold at
cost with Iran collecting its profit only if and when the
oil is used. As you know, the Cabinet Task Force on
oil import policy will not report its recommendations to
you for another six weeks or so, and you would not want
to mislead the Shah to expect more than we can deliver.
The-Task Force will consider Iran's special strategic

claim on our attention, but of course that is only one factor

in setting oil import policy. ]

2. Commitment on military credits. [The US has a five-year

understanding with the Shah dating from June 1968 for the

sale of arms at the rate of about $100 million a year. But

the Shah is always in the process of reviewing his needs

and pressing the upper limits of available US credit. Our
problem is simply budgetary: The Iranian credit in FY 1970
is by far the largest, taking 30% of the sales budget request.
You are aware of the pressures from Israel to increase its
share, and beyond that Iran is competing within a $350 million

ceiling with other special cases like Taiwan, Greece and

some

Latin Americans. Since the Shah personally oversees Iran's
procurement program, he has a great deal of detail at his
fingertips. Your best procedure is to let him discuss details

e,
S

with Secretary Laird. ]
-~

3. Saying ""we will consider'" the Shabh's requests. He will read
that as a promise to consider fayorably. To avoid unpleasant
misunderstanding, it is best where possible to say exactly
how we will handle his requests, explaining where necessary

why it is not possible to give a final answer immediately.
TN

‘Talking Points

1. You are sorry you could not stop in Iran at the end of your

Asian trip. Scheduling made it impossible. You decided
that it would be better to defer a visit to Iran rather than
to make a quick three or four hour stop. You appreciate
the Shah's understanding. [In deciding not to go last

August, you authorized _r’nx_j;gl]_iﬁg.g_the-hamslou would

go next year. ]
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2. You might want to give the Shah your main impressions
from the Asian trip leading to the following point: You
are aware that the Shah for some time has understood
the philosophy behind your Asian policy. But when you
took office you were struck by the many restrictions
imposed Ry _the present American méod. You deeply
appreciate the Shah's perceptivengss and hope he will
continue to bear with us if we sometimes seem unable

to do all that we logically should even to give substance
to our own policy.

3. These comments may well lead to the oil question::
You appreciate the importance of oil revenues to Iran's
stability, defense and growth.

a. You are aware of his proposals for increasing US
import of Iranian oil -~ the desire for an import
quota and the proposal for sale to a US stockpile.
You want to explain where r_own decision-making
process on oil import policy stands because our response
must be consistent with the new policy. The Cabinet
Task Force will report in about six weeks. There
will be a period of discussion and decision-making
after that. You have instructed-that national security

conw&&a‘rgues -~ be.
worked into the Cabinet Task Force!s recommendations.

You are sorry you cannot give him an answer now, but
this is a major policy review involving complex domestic
and international political and economic issues.

[I recommend you describe these in a general way to
give the Shah the impression (a) that you are grappling
with a difficult political problem and (b) that ¥ou

appreciate the Shah's effort to cast his proposals in
terms of US security and halance of payments interests.

Oil import policy involves balancing national security
requirements ~- the US oil reserve and cooperation

with our friends -- with domestic prices and the interests
of US companies, which vary from one section of the US.
to another. For your background: US imports of oil
will rise, but it is not at all clear now that special
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arrangements for any country outside the Western
. Hemisphere will be desirable. On the other hand,
if the US does decide to stockpile oil, Iran's offer
might well be competitive. ]

b. You understand the Shah's desire to maximize oil
revenues for Iran's development plan. [He is putting
great pressure on the consortium companies to increase
their offtake from Iran to bridge the gap between income
and the Shah's development budget. ] In our free enter-

_Pprise system we cannot te i mpanies what to
do, although we do share with the companies our view
of Iran's importance, You realizefrom your own talks
with Secretary Schultz how complicated it is to match
domestic economic requirements against international
trends in a commodity like oil. How does the Shah
manage this? [The point here is to suggest-subily—
that the Shah base his policy toward the oil consortium
on sound analysis of what the world @il market and
sénsible commercial practice will permit. The Shah
wants more than what the companies consider Iran's
share of the Mid-East market and a greater production
increase than world demand and supply will support.

We do not want to take sides. But we do not want to
see the Shah do anything rash. One idea is to encourage
him to seek from independent oil consultants a judgment

Kl - .
on a fair compromise. ]

4. On military cooperation, the US will continue to_help. You
regard the details of the program as part of a continuing

discussion between our respective military experts.
Secretary Laird will be discussing these with him further.
You would only note that both_the US and Iran have to work
with tary linad You know how well the Shah under-
stands the need to balance domestic development against
defense. All you can say is that we shall continue to work
closely with Iran in this field.

[The Shah is pressing for some help that causes problems
for Defense. For instance, the Shah would like more Iranian ,
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Bilots trained in the US. This would be nice to do, but as

a practical matter it would involve either cutting slots for
other friends -~ Iran already has half the slots allotted for
o orldwide pi'l—oft training program -~ or asking Congress
f::dn';\ra'—’wmm'me Shah would also like

more USAL technicians to help train Iranians in maintaining

“ their F-4s because they are cheaper than civilian contract
technigcians. 1his raises the question of a deepening direct

involvement in Iran. For example, during Iran's brief border
tension with Iraq last spring, USAF technicians were asked to
move to forward bases. Fortunately, the incident ended before
they had to move. ]

5. Prince Fahd when you saw him last week expressed admiration
for the Shah and for his statesmanship in working toward a
solution of the Bahrain problem. As the British move out
of the Persian Gulf, you are counting on the statesmanship

~of The Shah and King Faisal to make the transition orderiy:-
[Iran has an historic claim to Bahrain and three other small
islands in the Persian Gulf. The Shah has said he would be
willing to accept any arrangement the UN is able to work out
for ascertaining the wishes of the people of Bahrain., In
effect he is willing to drop Iran's claim there if he cam find
a_iag_e_i_a.xmgm;L_to_.do dit.-..The British believe they are
close to agreement with the Shah on Bahrain anm],d_a,;gpre-
ciate your encouraging him to complete what is potentially a

/\i statesmanlike act in taKing Bahrain out of Tha Teld of contro-

ve_;_sl__,The Shah stIl wants control of the. smaller islands. ]

6. The Shah will be interested to hear your views on Vietnam
and the domestic US mood and to discuss the Middle East and
East-West relations (your visit to Rumania).

7. You are pleased to be cooperating with the Shah in pressing
his proposal (made at Harvard in June, 1968\ fosailIniversal
Welfare Jegion! ——e—sort-of-international Pegee Corps. [In
your UN speech, you welcomed ECOSOC study of the feasi-
bility of this proposal, and in a September 24 letter you
informed U Thant that Joe Blatchford would help with the UN
study. A decisive factor will be whether the idea is acceptable
in the developing world. |
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ubstantive Points He Will Raise

1. The Shah is, above all, interested in exchanging views on
the world situation.

2. He has, during his talks here at the time of General Eisen-
hower's funeral and in his first talks with Ambassador Mac
Arthur, proposed that the US and Iran develop a special
working relationship. He is not talking about an alliance
but about very close consultation and special consideration
for each other's interests. ) )

3. In this context, he will develop his two proposals on importing
Iranian oil into the United States and encourage ss
the oil consortium companies to increase offtake from Iran.

4. He will press for additional military equipment within our
credit sales program and for further help from US Air Force
technicians.

5. The Shah will speak of Iran's importance as a stabilizing factor
when the UK pulls out of the Persian Gulf. This is a‘rhajor part
of his argument for special US help. [Our reply is that we hope
the Shah and King Faisal will work closely for the stability of
the Gulf. You were pleased ;tohear from Prince Fahd that the
Saudis feel relations are good. ]

Attachments: I am attaching biographic background on the Shah

_ More detailed papers on the principal issues

and a fact book are in the separate briefing book.




